University of Mississippi

eGrove
Guides, Handbooks and Manuals

American Institute of Certified Public
Accountants (AICPA) Historical Collection

1965

Partial Use of Residence for Business
American Institute of Certified Public Accountants (AICPA)

Follow this and additional works at: https://egrove.olemiss.edu/aicpa_guides
Part of the Accounting Commons, and the Taxation Commons

Recommended Citation
American Institute of Certified Public Accountants (AICPA), "Partial Use of Residence for Business"
(1965). Guides, Handbooks and Manuals. 1000.
https://egrove.olemiss.edu/aicpa_guides/1000

This Book is brought to you for free and open access by the American Institute of Certified Public Accountants
(AICPA) Historical Collection at eGrove. It has been accepted for inclusion in Guides, Handbooks and Manuals by
an authorized administrator of eGrove. For more information, please contact egrove@olemiss.edu.

American institute of CPAs

Partial use of residence for business.

(1965)

PARTIAL USE OF RESIDENCE FOR BUSINESS

Any taxpayer who uses his residence for a business purpose

may be entitled to a deduction of a part of his expenses for maintenance
and depreciation of the residence.

Deductions are available whether the taxpayer's home is

a rented apartment, a cooperative apartment, a condominium or a
single or multiple family dwelling owned or rented by him.
The general rule is that a self-employed individual may

deduct the appropriate expenses if he maintains an "office” at home,
but an employee may deduct the expenses only if, as a condition of
his employment, he is required to provide his own space and facilities

for performance of his duties and he regularly uses a portion of his
residence for that purpose.

The voluntary, occasional or incidental

use by an employee of a part of his residence does not entitle him

to any deduction for partial use of his house for business.

In any

situation the burden of proof of the business use and of the expenses
rests upon the taxpayer.

The amount of the deduction is based on an allocation of
the expenses relating to the business use of the residence to the

total of the expenses.

Generally, the expenses that may be considered

are those which would be deductible if the entire premises were used

for business, such as rent, light, taxes, Interest on mortgage and

depreciation.

However, cost of repairs and painting are deductible

only to the extent that they are incurred for the portion of the
residence used for business.
etc. are not deductible.

Expenditures for lawn care, landscaping,

No specific method of allocation is required.

Any method

which is reasonable under the circumstances will be acceptable.

One way is to compare the number of rooms or square feet of space

devoted to the business purpose to the total number of rooms or
square feet in the residence.
An example may be helpful to illustrate these rules.

A self-employed individual, such as an artist or real

estate broker uses one room of his residence exclusively for a
business purpose.

The room comprises 25% of the area of his

residence and he Incurs

the following expenses for the year:

real estate taxes, $200; electricity, $100, of which $60 is

attributable to lighting and $40 is attributable soley to personal
use; fire Insurance $40; gas, $250, of which $200 is attributable
to heating and $50 is attributable solely to personal use; interest
on mortgage, $600; painting, $440, of which $40 is the cost of painting

the studio and $400 is the cost of painting the outside of the house,
and depreciation of $500.
The deductible amounts are computed by allocating 25% of

all expenses to business use, as follows:

Total
Amount
Real Estate Tax
Electricity
Insurance
Heat
Interest
House Painting
Depreciation

Painting of Business
Room

Deductible,
Line 6, Form 1040

Deductible
Line 11a, Form 1040

$200
60
40
200
600
400
500
$2000

$50
15
10
50
150
100
125
$500

$150
—
—

4o
$2040

40
$540

—
$600
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450
$600

The self-employed individual in this example would be
entitled to a deduction of $540 in arriving at his total income

figure (line 9, Form 1040) even if he takes the standard deduction
or itemizes his deductions.

He would have to report these amounts

in separate Schedule C of Form 1040.

Also deductible, if he itemizes

his expenses (line 11a, Form 1040) is the balance of the real estate

taxes, $150, and Interest, $450.

These items are deductible along

with any other itemized deductions such as contributions, etc. in
arriving at his income subject to tax (lines 11a and 12, Form 1040).
In the case of an employee

other

than an outside sales

man, the total deductions are the same as in the case of a self

employed, except that they may be deducted only in arriving at
his income subject to tax (lines 11a and 12, Form 1040), and only

when he Itemizes his deductions on page 2 of Form 1040.
One final point should be noted.

If a portion of the

space were used for business only a part of the time; that is,

where the space is not used exclusively for a business purpose,
a further allocation must be made on the basis of the ratio of
the time the area is actually used for business purposes to the
total time it is available for use.
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